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PRINTED IN CANADA 


TO THE SHAREHOLDERS 


The new management of Wainoco is pleased to 
report that gross revenue of the Company for the first 
half of 1968 increased by 39% to $1,722,715 from 
$1,239,209 in the same period last year. Net income 
for the first six months was $49,488 as compared with 
vee for the same period in 1967, an increase of 

‘oO 

The increased revenue was a reflection of greater 
sales volume from the Travis Chemicals Division and 
Travchem Limited, an 80% owned subsidiary. Pros- 
pects for continuation of higher sales for the balance 
of the year are encouraging. 


NEW PROJECTS 

It was stated at the last annual meeting that the 
Board of Directors was seeking growth through acqui- 
sitions and mergers in the chemical and natural 
resource industries. Two projects have been under- 
taken to advance these aims. 

On August 19, 1968, Wainoco signed an agreement 
wherein it agreed to exchange 410,000 of its Treasury 
shares for all of the outstanding shares of J. B. 
Ashmun, Ine. This latter company is an independent 
oil and ‘as firm owning leasehold interests and pro- 
duction in Western Canada, West Texas and South- 
eastern New Mexico. Its principal assets include over 
100,000 acres of oil and gas rights in Canada and the 
United States. The acquisition of the Ashmun firm will 
provide the Company with a highly trained staff 
experienced in oil and gas exploration and production. 
It is the feeling of the Company’s directors that this 
move will considerably strengthen Wainoco’s position 
in the petroleum field through ownership of oil and 
gas reserves, selected acreage for prospective drilling, 
and | competent personnel to further this work. 

Mr. J. B. Ashmun, president of the Company, is 
the president and controlling stockholder of J. B. 
Ashmun, Inc., and therefore did not vote at the 
director’s meetings at which this agreement was ap- 
proved. Filing statements disclosing, amongst other 
things, the agreement with Mr. Ashmun were submitted 
to and accepted by the Toronto and Canadian Stock 
Exchanges subject to ratification by the Company’s 
shareholders. Concurrently, with the mailing of this 
report, the Company is mailing a notice of a Special 
General Meeting to all its shareholders at which this 
agreement will be submitted for their approval. If the 
agreement is approved and provided an acceptable tax 
ruling is obtained from the U.S. Internal Revenue 
Service, it is the Company’s intention to commence 
active exploration of the Canadian properties of J. B. 
Ashmun, Ine. prior to the end of this year. 

On September 6, 1968, the Company signed an 
agreement in principal with Molsberry Chemical Spray 
Co. Ltd. for the purchase of that company’s vegetation 
control business. Molsberry, a private company operat- 
ing out of Edmonton, provides services for clients in 
Alberta and British Columbia. Gross sales for fiscal 
1967 were $582,228. It owns specialized equipment and 
has a trained staff for soil sterilization, weed and 
brush control, tree trimming and utility pole painting. 
The acquisition of Molsberry complements our present 
position in this specialty chemical service and sales 
business. 

Growth through expansion of sales in the Chemical 
Division and development of an active oil and gas 
program will be greatly aided by the addition of these 
businesses. It is the intention of the Board to con- 
tinue enlargement along these lines of endeavor. 

Respectfully submitted on behalf of the Board of 


PE eLOS J. B. Ashmun 
September 10, 1968 President 


WAINOCO OIL AND CHEMICALS LIMITED 


CONSOLIDATED STATEMENT OF INCOME 
FOR THE SIX MONTHS ENDED JUNE 30, 1968 AND 1967 


1968 1967 

Revenue: — >a ee 
Sales - - - = - == = $1,681,605") Si 220-716 
Other income - - - - - 41,107 18,433 
1722745 1,239,209 

Expenses: 

Cost of sales- - - - - - 1,486,039 1,021,282 
Selling - - - - - - - - 90,795 102,293 
General and administrative 75,439 51,232 


1,652,273 1,174,807 
Operating income 


for the period - - - - - 70,442 64,402 
Loss on disposal of 

fixed assets - - - - - - 17,368 23,765 
Income before 

minority interest - - - - 53,074 40,637 


Interest of minority share- 
holders in net income of 
subsidiary - - - - - - - 3,586 521 


Net income for the period* - $ 49,488 $ 40,116 


—No income taxes are payable on the profit for the six 
months ended June 30, 1968 because of the carry forward 
for tax purposes of losses from previous years. Income taxes 
of $22,116 charged in the six months ended June 30, 1967 
have been eliminated because no income taxes were ulti- 
mately paid by the companies during the 1967 year. 


WAINOCO OIL AND CHEMICALS LIMITED 


CONSOLIDATED STATEMENT OF SOURCE AND 
APPLICATION OF FUNDS 
FOR THE SIX MONTHS ENDED JUNE 30, 1968 AND 1967 


1968 «1967 
Source of funds: 
Operations 
Net income for the period - - $49,488 $ 40,116 
Add items not requiring an 
outlay of funds: 
Depreciation See ee eee 17,420 
Loss on disposal of aixec 
assets - - - - =e Ld: 3OG"s* scoskOn 
$84,133 $ 81,301 
Note receivable - - - - - - - 43,732 
Proceeds of disposal of fixed 
assets) <5 = = = =) =) ee 7,812 243,844 


$91,945 $368,877 


Application of funds: 
Purchase of fixed assets - - - $24,228 $ 9.478 


Repayment of long term debt - 42,517 10,650 
66,745 20,128 
Increase in working capital - - 25,200 348,749 
$91,945 $368,877 


pub 


AR41 VAINOCO OIL AND CHEMICALS LIMITED 


312 Fourth Avenue S.W. 
CALGARY 1, ALBERTA 


NOTICE OF SPECIAL GENERAL MEETING OF SHAREHOLDERS 


NOTICE IS HEREBY GIVEN that a Special General Meeting of the Shareholders of Wainoco Oil and Chemicals 
Limited (hereinafter called the “Company”) will be held in the Alberta Room, Royal York Hotel, 100 Front 
Street West, Toronto, Ontario, Canada, on Friday, the 11th day of October, 1968, at the hour of 10:00 o’clock 
in the forenoon (Toronto Time) for the following purposes: 


1. To consider and, if thought advisable, to pass a Resolution approving the Agreement dated August 19, 1968, 
between the Company and Mr. John B. Ashmun (a copy of which Agreement, without schedules, is enclosed with the 
material accompanying this Notice) providing for the sale by Mr. Ashmun to the Company of all of the issued and 
outstanding shares in the capital stock of J. B. Ashmun, Inc. for a consideration of four hundred and ten thousand 
(410,000) shares in the capital stock of the Company; 


2s To consider and, if approved, to confirm, subject to such amendments and/or additions and/or changes, 
if any, as may be approved at the meeting, By-Law No. 21, a copy of which is enclosed with the material accom- 
panying this Notice; 


3. To transact such further and other business as may properly come before the meeting or any adjournment or 
adjournments thereof. 


AND NOTICE IS HEREBY FURTHER GIVEN that Mr. John B. Ashmun, the President of the Company, hereby 
declares his interest in the purchase of all the issued and outstanding shares of J. B. Ashmun, Inc. by the 


Company, it being hereby declared that Mr. John B. Ashmun is presently the owner of all the issued and outstanding 
shares of J. B. Ashmun, Inc. 


Enclosed herewith is an explanatory statement entitled “Information Circular” wherein further particulars 
of the matters referred to in this Notice are set out, Unaudited Financial and Operating Summary as at July 31, 
1968 for J. B. Ashmun, Inc., a copy of the Agreement between the Company and Mr. John B. Ashmun (without 
schedules), an Instrument of Proxy and a letter to the Shareholders from the Board of Directors of the Company. 


Fully executed copies of the Agreement between the Company and Mr. John B. Ashmun may be inspected by 
the Shareholders at the offices of the Company at Suite 914, 111 Richmond Street West, Toronto 1, Ontario, 
and at 312 Fourth Avenue S.W., Calgary, Alberta, during normal business hours. 


Shareholders who are unable to be present at the meeting are requested to sign and return in the envelope 
provided for that purpose the enclosed form of Instrument of Proxy for use at the meeting. 


DATED at Calgary, Alberta, this 24th day of September, 1968. 
By Order of the Board of Directors. 


“RonaLpD L. HANcocK” 


Secretary-Treasurer. 


WAINOCO OIL AND CHEMICALS LIMITED 


INFORMATION CIRCULAR 


This information circular is furnished in connection with the solicitation of proxies for use at the Special 
General Meeting of Shareholders of the Company to be held on Friday, the llth day of October, 1968, at the 
hour of 10:00 o’clock in the forenoon, and at any adjournment thereof. It is expected that the solicitation will be 
primarily by mail, but proxies may also be solicited personally and by telephone by regular employees of the 
Company. The cost of solicitation will be borne by the Company. 


VOTING OF PROXIES 


The enclosed Proxy is solicited by the Management of the Company. 


The shares represented by the form of proxy enclosed herewith will be voted and, where a choice with 
respect to any matter to be acted upon has been specified in the form of proxy the shares shall, subject to Section 
105 of The Securities Act, 1966 (Ontario) be voted in accordance with the specification so made. With respect 
to matters as to which a choice is not so specified it is intended to vote tke shares represented by the form of 
proxy in favour of each such matter. The form of proxy also confers discretionary authority with respect to amend- 
ments or variations to matters identified in the notice of meeting and other matters which may properly come 
before the meeting. 


A shareholder giving a proxy in the form enclosed has the power to revoke it at any time before it is 
exercised. 


A shareholder has the right to appoint a person to represent him at the meeting other than the persons 
designated in the form of proxy. To exercise this right the shareholder may insert the name of the desired person in 
the blank space provided in the form of proxy or may submit another form of proxy. 


VOTING SHARES AND PRINCIPAL HOLDERS THEREOF 


There are presently issued and outstanding 1,249,435 common shares of the Company, the holders of 
which on the register of the Company at the time of the meeting are entitled to attend and to vote thereat on the 
basis of one vote for each such share held. 


All Shareholders of record as of the time of the Special General Meeting or any adjournment thereof are 
entitled either to attend and vote thereat in person the shares held by them or, provided a completed and executed 
form of proxy shall have been delivered to the Company within the time hereinbefore specified, to attend and vote 
thereat by proxy the shares held by them. 


Palm Enterprises, 800 Elveden House, Calgary, Alberta is the beneficial and recorded owner of 250,532 
shares of the Company representing approximately 20% of the issued and outstanding shares of the Company. Palm 
Enterprises is a partnership owned in four equal parts by the following: T. B. Pickens, Jr., 1501 Taylor Street, 
Amarillo, Texas, J. B. Ashmun, 800 Elveden House, Calgary, Alberta, Henry D. Lindsley III, 4209 Arcady, 
Dallas, Texas, and Wales H. Madden, Jr., 700 West 9th, Amarillo, Texas, all Directors of the Company. 


INTEREST OF CERTAIN PERSONS IN 
MATTERS TO BE ACTED UPON 


Mr. John B. Ashmun, the President and a Director of the Company is presently the owner of all the issued 
and outstanding shares in the capital stock of J. B. Ashmun, Inc. By an agreement dated August 19, 1968, the Company 
agreed to purchase from Mr. Ashmun all the issued and outstanding shares of J. B. Ashmun, Inc. for a considera- 
tion of 410,000 shares in the capital stock of the Company. This share consideration was determined on the 
following basis: 


(a) At a meeting of the Directors of the Company on July 24, 1968, it was agreed that the Company ex- 
change 325,000 shares of its capital stock for the Canadian assets of J. B. Ashmun, Inc., such number 
of shares being determined on the basis of the evaluation of these assets and the market price of said 
shares on that date. 


(b) At a subsequent meeting on August 19, 1968, the Directors approved acquisition of 100% of the shares 
of J. B. Ashmun, Inc. for the said 325,000 shares (mentioned in (a) above) plus an additional 85,000 
shares for the net American assets of J. B. Ashmun, Inc., such 85,000 shares being determined on the 
basis of the evaluation of the net American assets and the market value of the Company’s shares as of 


August 16, 1968. 


The value of the Canadian assets of J. B. Ashmun, Inc. was determined in accordance with an evalu- 
ation thereof prepared by J. C. Sproule and Associates Ltd., oil and gas engineering and geological consultants, 
Calgary, Alberta. The value of the net American assets of J. B. Ashmun, Inc. was determined with reference to an 
evaluation of the American oil and gas properties of J. B. Ashmun, Inc. prepared by LLC & C Engineering, Inc., 
petroleum consultants, Midland, Texas. Copies of both evaluations are available for inspection by shareholders of the 
Company at its Head Office, Suite 914, 111 Richmond Street West, Toronto 1, Ontario, and at its Executive Offices 
at 312 Fourth Avenue S.W., Calgary, Alberta. 


The agreement above referred to, if implemented, will result in J. B. Ashmun, Inc. becoming a wholly 
owned subsidiary of the Company. The agreement, in addition to the normal representations and warranties, contains 
conditions to its implementation. Two of these conditions, namely, the acceptance for filing by The Toronto and 
Canadian Stock Exchanges of Filing Statements disclosing the terms of the agreement, have already been fulfilled. 
The agreement is further conditional upon its approval by the shareholders of the Company, for which purpose, 
amongst others, the Special General Meeting of Shareholders has been called, and finally upon a ruling that no 
adverse American tax consequence will result to either Mr. Ashmun or to J. B. Ashmun, Inc. because of the 
transaction. This ruling has been applied for but as at this date has not as yet been received. 


The agreement was approved by the Directors of the Company at a meeting held on August 19th, 1968. 
Mr. Ashmun declared his interest in the agreement at the meeting and refrained from voting on the matter. The vote 
of the directors (excluding Mr. Ashmun) in approval of the agreement was unanimous. 


The agreement, if implemented, will result in the issue to Mr. Ashmun of 410,000 fully paid and non- 
assessable shares in the capital stock of the Company and will increase his beneficial shareholdings from 62,633 
shares to 472,633 shares. 


UNLESS OTHERWISE INSTRUCTED, PROXIES WHICH ARE RECEIVED PURSUANT TO THIS 
SOLICITATON WILL BE VOTED IN FAVOUR OF THE APPROVAL OF THIS AGREEMENT. 


OTHER MATTERS 


It is the intention of the Management of the Company to bring before the meeting for confirmation 
By-Law No. 21 being a by-law authorizing the making of loans to certain employees of the Company. A copy of 
By-Law No. 21 accompanies this Information Circular. 


IF NO CHOICE IS INDICATED ON A PROXY IN THE ACCOMPANYING FORM, IT WILL BE VOTED 
IN FAVOUR OF THE CONFIRMATION OF THE SAID BY-LAW. 


INTEREST OF MANAGEMENT AND OTHERS 
IN MATERIAL TRANSACTIONS 


On May 6, 1968 the Company agreed to sell to Mr. Robert F. Smith, 15,000 shares of the Company at 
a price of $1.35 per share, for a total consideration of $20,250.00. In accordance with the terms of the agree- 
ment, the shares, when issued, will be delivered to a Trustee and will be delivered up by the Trustee to Mr. Smith 
against payment by Mr. Smith of the non-interest bearing promissory note in favour of the Company in the amount 
of $20,250.00. The 15,000 shares are to be acquired over a period of five years and not more than 20% of the shares 
are to be paid for and delivered up in each of the five years. 


On the 7th day of June, 1968 the Company offered to Mr. Roger H. Giovanetto, 411 Woodland Crescent, 
Calgary, Alberta, the Vice-President and a Director of Travchem Limited, an option to acquire 10,000 shares in the 
capital stock of the Company at a price of $1.45 per share, being the bid price on The Toronto Stock Exchange on 
June 7, 1968. The 10,000 shares may be acquired over a period of five years, and not more than 20% of the said 
shares may be acquired in each of the years during the option agreement, the option terminating on June 7, 1973. 
Mr. Giovanetto owns 20% of the shares of Travchem Limited, which company is a subsidiary of Wainoco, and if 
Mr. Giovanetto accepts the above option, it is a term of the option that he will transfer his holdings in Travchem 
to Wainoco. 


OTHER MATTERS COMING BEFORE THE MEETING 


It is not the intention of the Management of the Company to bring any other matters before the meeting 
other than the matters referred to in the Notice of Special General Meeting of Shareholders. It should be noted, 
however, that THE ENCLOSED FORM OF PROXY IS A DISCRETIONARY PROXY AND THE PERSONS 
NAMED THEREIN ARE AUTHORIZED TO VOTE IN ACCORDANCE WITH THEIR JUDGEMENT ON ANY 
OTHER MATTERS WHICH MAY PROPERLY COME BEFORE THE MEETING. 


By Order of the Board of Directors. 


“RonaLD L. HANcocK” 
Secretary-Treasurer. 


September 24, 1968. 


BETWEEN: 


MEMORANDUM OF AGREEMENT made the 19th day of August, A.D. 1968. 


JOHN B. ASHMUN, of the City of Calgary in the Province of Alberta, Executive 
(hereinafter called the ‘Vendor’’), 


OF THE FIRST PART, 
—and— 


WAINOCO OIL AND CHEMICALS LIMITED, a company incorporated under the laws of the Province of Ontario, Canada 
(hereinafter called the “Purchaser”), 


OF THE SECOND PART, 


WHEREAS the Vendor is the registered and beneficial owner of all of the issued and outstanding shares in the capital stock of 


J. B. Ashmun, Inc. (hereinafter called “Ashmun”), a company incorporated under the laws of the State of Texas, United States of America; and 


WHEREAS the Vendor desires to sell, and the Purchaser desires to purchase, all of the said shares of Ashmun on the terms and 


conditions hereinafter set out; 


NOW THEREFORE THIS AGREEMENT WITNESSETH that, in consideration of the covenants, agreements, warranties and payments 


herein set forth and provided for, the parties hereto respectively covenant and agree as follows: 


1. 


Subject to the terms and conditions hereof, the Vendor shall sell, assign and transfer, or cause to be sold, assigned and transferred, 


to the Purchaser, and the Purchaser shall purchase from the Vendor, at the time of closing as hereinafter provided, 1,000 shares of the par 
value of $1.00 each in the capital stock of Ashmun, being all of the issued and outstanding shares in the capital stock of Ashmun in con- 
sideration for 410,000 common voting shares in the capital stock of the Purchaser. 


2h 


(a) 


The Vendor represents and warrants that: 


Ashmun has been validly and legally incorporated under the laws of the State of Texas, United States of America and it is and 
will at the time of closing be a valid and subsisting corporation in good standing under the laws of Texas and duly qualified to 
hold property and carry on business in the State of Texas and in the Provinces of Alberta, Saskatchewan and British Columbia. 


the authorized and issuad capital stock of Ashmun are now, and at the time of closing will be, as follows: 
Authorized Issued 
1,000 shares of the par of $1.00 each 1,000 shares 


all the said 1,000 common shares are now, and at the time of closing will be, outstanding as fully paid and non assessable 
shares; 


all the said 1,000 common shares are now, and will be at the time of closing, but immediately prior to giving effect to the 
transfer of the shares to the Purchaser or its nominees as contemplated herein, owned by the Vendor as registered and beneficial 
owner thereof free of all liens, charges and encumbrances whatsoever; 


except for the rights granted the Purchaser hereunder, no person, firm or corporation now has, or at the time of closing will 
have, any agreement or option or right capable of becoming an agreement or option for the purchase from the Vendor of any of 
the said 1,000 shares of Ashmun outstanding at the date hereof; 


no person, firm or corporation now has or at the time of closing will have any agreement or option or any right capable of 
becoming an agreement or option for the purchase, subscription or issuance of any unissued shares of Ashmun, or any obligation 
convertible into the shares of Ashmun; 


the Balance Sheet of Ashmun as of July 31, 1968, true copies of which have been delivered to the Purchaser by the Vendor, 
has been prepared without audit in conformity with generally accepted accounting principles applied on a consistent basis; the 
Balance Sheet presents fairly the assets and liabilities of Ashmun and its financial position as of that date; and in particular 
without limiting the generality of the foregoing such financial statements, including the notes thereof, presents fairly all the 
liabilities (contingent or otherwise) of Ashmun as of that date; 


the assets owned by Ashmun and reflected in the said balance sheet as of July 31, 1968 include all of the properties and other 
interests of Ashmun described in Schedule “A” annexed hereto and made a part hereof (which schedule includes all of the 
properties and interests of Ashmun reported on. by J. C. Sproule and Associates Ltd. in its report dated July 19, 1968 evaluating 
the Canadian petroleum and natural gas holdings of Ashmun as at July 1, 1968 or reported on by Leibrock, Landreth, Campbell 
& Callaway in their report dated August 16, 1968 evaluating the United States petroleum and natural gas holdings of Ashmun as 
at January 1, 1969 (true copies of which reports have been delivered to the Purchaser by the Vendor) and all materials and equip- 
ment used in connection with the producing, treating and processing of petroleum substances from or allocated to such properties 
and interests; Ashmun owning an interest in the material and equipment so used in connection with each such property or interest 
equal to its working interest in the property or interest concerned; 


all the property and other interests of Ashmun described in Schedule “A” hereto and all other assets of Ashmun reflected in 
the said balance sheet as of July 31, 1968 were owned by Ashmun as at the date of the said balance sheet by good and 
marketable title (except that a certain of the properties and interests were held in trust for Ashmun by others, and subject as regards 
to marketability of properties to obtaining the consent of other parties where such consent is required under agreements relating 
to such properties) free and clear of all liens, encumbrances and claims of others (contingent or otherwise) not reflected in the 
said balance sheet except for: 


(i) those commitments entered into by Ashmun pursuant to agreements relating to the operation of the said properties, details of 
which have been delivered to the Purchaser by the Vendor; 


and 


(ii) liens created in the ordinary course of business on the said properties, in favour of the person who is conducting the develop- 
ment or operation of the said properties, for Ashmun‘s share of the costs and expenses of such development and operation, 
none of which liens are exercisable at the date hereof. 


(j) 


{k) 


(I) 


(m) 


(n) 


(o) 


(p) 


3. 
performed 


(a) 


(c) 


All such property, interests and other assets and all other property, interests and assets acquired by Ashmun at or prior to the time 
of closing (except for assets surrendered, sold or otherwise disposed of with the consent of the Purchaser) will be owned by Ashmun 
at the time of closing by good and marketable title (except as stated above and except that certain additional properties and 
interests acquired by Ashmun subsequent to the date of the said Balance Sheet and prior to the date of closing may be held in 
trust for Ashmun by others) free and clear of all liens, encumbrances and claims of others except those reflected in the said balance 
sheet or referred to above and except for claims arising since July 31, 1968 in carrying on the business of Ashmun in accordance 
with paragraph 2 (m) hereof; 


none of the property or other interests of Ashmun described in Schedule “A” hereof are now, or at the time of closing will be, 
subject to any royalties, overriding royalties, production payments or other rights or interests in production (contingent or otherwise) 
except as set out in the said schedule or referred to in paragraph 2 (i) hereof and except for those lessor’s royalties which are not 
set out in the said schedule, and Ashmun is now, and at the time of closing will be, entitled to that share of the production from 
each of the properties set out in the said schedule equal to its interest therein as set out in the said schedule; 


since July 31, 1968 no substantial damage has occurred to the assets of Ashmun and there has been no material adverse change 
having regard to the nature of its operations in the financial condition, business or operations of Ashmun, it being understood that 
this sub-paragraph does not relate to the results of exploration activities; 


the financial condition of Ashmun is now, and at the time of closing will be, not materially less favourable than that shown on the 
Balance Sheet referred to in paragraph 2 (g) hereof; 


the business of Ashmun has been carried on in the ordinary course since July 31, 1968 and will be so carried on to the time of 
closing; and in particular and without limiting the generality of the foregoing (i) none of the assets of Ashmun have since July 31, 
1968 been, and none of such assets will up to the time of closing be, sold, surrendered and otherwise disposed of, or agreed to be 
sold, surrendered or otherwise disposed of, except with the prior consent of the Purchaser, (ii) no obligations have been incurred! or 
commitments made by Ashmun since July 31, 1968, and no obligations or commitments will be incurred or made by it prior to the 
time of closing, except with the prior consent of the Purchaser or as the Vendor has notified the Purchaser prior to the execution 
of this agreement or as contemplated in this agreement, (iii) no payments have been made by Ashmun since July 31, 1968, and no 
payments will be made by it prior to the time of closing, except payments necessary for the exploring, drilling, developing or 
operating of its properties; and (iv) no indebtedness of Ashmun to its bankers or to the Vendor existing as at July 31, 1968 will 
be increased or reduced prior to the time of closing except for reductions of Ashmun’s indebtedness with its bankers made in 
accordance with the repayment schedule heretofore agreed upon with such bankers, and except for increases or reductions in debt 
made with the prior consent of the Purchaser; 


no dividends or other distributions on any shares of Ashmun have been declared, paid or authorized and no dividends or other 
distributions on any shares of Ashmun will be declared, paid or authorized prior to the time of closing; 


no payments by way of bonus or salary have been made after July 31, 1968, and no such payments will be made after the date 
hereof and up to the time of closing, by Ashmun to any officers or directors of Ashmun and no payments by way of bonus or salary 
have been authorized by Ashmun to any officers or directors of Ashmun; 


there are no actions, suits or proceedings pending, or to the knowledge of Ashmun or the Vendor, threatened against or affecting 
Ashmun at law or in equity or by or before any federal, provincial, municipal or other governmental department, commission, 
board, bureau, agency or instrumentality, domestic or foreign; 


Ashmun is not now and will not at the time of closing be a party to any employment or service agreement except for an agreement 
with William A. Faubion granting him the right to overriding royalty interest in certain properties of the company, which overriding 
royalty interests are reflected in Schedule “A” hereto; 


the Vendor, does not now have and at the time of closing will not have, any claim against or interest in the assets of Ashmun 
except as disclosed in the Balance Sheet referred to in paragraph 2 (g) hereof or as disclosed in writing by the Vendor to the 
Purchaser prior to the date hereof; 


Ashmun is not now, and at the time of closing will not be, a party to or bound by any contract or commitment which in the opinion 
of the Vendor will materially adversely affect the assets or earnings of Ashmun; and Ashmun is now, and at the time of closing 
will be, in good standing under all contracts or agreements to which it is a party and entitled to all benefits thereunder. 


The completion of the transactions herein provided for are subject to the following terms and conditions to be fulfilled and/or 
at or prior to the date of closing: 


that the Vendor shall cause Ashmun, its auditors, consultants and solicitors and all persons owning property jointly with Ashmun or 
having data pertaining to Ashmun and its assets, to make available to the Purchaser’s engineers, accountants, auditors, solicitors 
and other representatives all such records, books, accounts, contracts, appraisals, working papers, and other documents and data 
pertaining to Ashmun and its assets as such representatives may request in order to permit them to investigate and report to the 
Purchaser with respect to the records, business and assets of Ashmun, and of all transactions of Ashmun subsequent to July 31, 1968 
and up to and including the date of closing; 


that the title of Ashmun fo its assets and undertaking, the legality of the incorporation and organization of Ashmun, the due 
creation and issuance as fully paid of all of the said outstanding 1,000 shares in the capital stock of Ashmun and all corporate 
proceedings of Ashmun, its shareholders and directors and all other matters which in the opinion of the solicitors for the Purchaser 
are material in connection with the transaction herein contemplated shall be subject to the favourable opinion of such solicitors; 


that the Purchaser shall receive at the date of closing evidence reasonably satisfactory to the Purchaser to the following effect: 


(i) that the representations and warranties contained in paragraph 2 hereof to the extent they relate to the position at or prior 
to the date hereof are correct, to the extent they relate to the position at the date of closing are then correct and to the 
extent they relate to the period between the date hereof and the date of closing have been complied with; 


(ii) that between the date hereof and the date of closing no substantial damage -has occurred to the assets of Ashmun and there 
has been no material adverse change having regard to the nature of its operations in the financial condition, business or 
operations of Ashmun, it being understood that this sub-paragraph does not relate to the results of exploration activities; 


(iii) that there are then no actions, suits or proceedings pending or threatened against or affecting Ashmun at law or in equity 
or by or before a federal, provincial, municipal or other governmental department, commission, board, bureau, agency or instru- 
mentality, domestic or foreign; 


(iv) that Ashmun is then in good standing under all contracts or agreements to which it is a party and is entitled to all benefits 
thereunder; 


that the Vendor has received a ruling or rulings satisfactory to him from the Internal Revenue Service of the United States of 
America to the effect that no United States taxes will be imposed upon the Vendor or Ashmun as a result of any transaction 
contemplated by this agreement; 


(e) that notice of the transactions contemplated by. this agreement has been given to the Toronto Stock Exchange and the Canadian 
Stock Exchange and such exchanges have accepted such notices for filing; 


(f) that the shareholders of the Purchaser have agreed to the Purchaser entering into this agreement and have agreed to the Purchaser 
completing the transactions to be completed by it hereunder; 


(g) that at the time of closing all the directors of Ashmun and all the officers of Ashmun shall resign in favour of nominees of the 


Purchaser so that on closing the board of directors of Ashmun shall consist solely of nominees of the Purchaser and all the officers 
of Ashmen shall be nominees of the Purchaser; 


(h) that at the time of closing the Vendor and each officer, director and employee of Ashmun whom the Purchaser may specify shall 
execute a complete release in such form as the solicitors for the Purchaser may approve of all claims against Ashmun or its assets 
as an officer, director, shareholder or employee except for claims disclosed in the said Balance Sheet as at July 31, 1968; 


(i) that. the Vendor shall cause to be delivered to, or to the order of, the Purchaser all assets of Ashmun in the possession or under 
the control of the Vendor, or of its consultants, which have not theretofore been delivered to, or to the order of, the Purchaser. 


4, In case any of the foregoing conditions shall not be fulfilled at or before the date of closing the Purchaser may rescind this 
agreement by notice to the Vendor and in such event the Vendor and the Purchaser shall each be released from all rights, duties and obliga- 
tions hereunder and this agreement shall thereupon terminate to the same force and effect as if it had never been entered into; provided that any 
of the said conditions may be waived in whole or in part by the Purchaser without prejudice to its rights of rescission in the event of the non ful- 
fillment of any of the other conditions or any part thereof not so waived. 


Ay, Notwithstanding anything herein contained and notwithstanding the evidence which may be received by the Purchaser pursuant 
to the provisions of paragraph 3 hereof, the representations and warranties contained in paragraph 2 hereof shall survive the closing of the 
transactions herein provided for and, notwithstanding such closing, shall continue in full force and effect; provided however that the liability of 
the Vendor hereunder shall be limited to the market value, at the time the Vendor is called upon to make any payment to the Vendor here- 
under, of the shares of the Purchaser which the Vendor receives hereunder, and provided further that the liability of the Vendor with respect 
to such representations and warranties shall terminate on that date which is six months after the date of closing except for claims, suits or 
demands which have been advanced hereunder prior to such date and have not then been disposed of. 


6. (a) subject to the foregoing the closing of the transactions provided for in this agreement shall take place at the offices of the Purchaser 
in Calgary, Alberta, on October 15, 1968 or on such earlier or later date and at such other place as may be agreed! upon by the 
parties hereto. The actual date of closing and the time of closing on such date are herein referred to as the “date of closing”. 


(b) at the date of closing the Vendor shall deliver or cause to be delivered to the Purchaser certificates representing all of the issued 
and outstanding shares in the common stock of Ashmun duly endorsed in blank for transfer (with signatures guaranteed to the 
satisfaction of the Purchaser) and the Vendor will cause transfers of such shares to be duly and regularly recorded in the name 
of the Purchaser or its nominees at the date of closing. Concurrently, with the foregoing the Purchaser shall deliver or cause to be 
delivered to the Vendor or as the Vendor may direct certificates for 410,000 common voting shares in the capital stock of the 
Purchaser, all of which shares shall be validly issued, fully paid and non-assessable and shall be accepted for trading on the 
Toronto and Canadian Stock Exchanges. 


rh Any notice, direction or other instrument required or permitted to be given to the Vendor hereunder shall be in writing and may 
be given by mailing the same postage prepaid or delivering the same addressed to the Vendor at 800 Elveden House, Calgary, Alberta. Any 
notice, direction, or other instrument required or permitted to be given to the Purchaser hereunder shall be in writing and may be given by 
mailing the same postage prepaid or delivering the same addressed to the Purchaser at 312-4th Avenue S.W., Calgary, Alberta. 


Any notice, direction or other instrument aforesaid if delivered shall be deemed to have been given or made on the day on which 
it was delivered or if mailed shall be deemed to have been given or made on the next business day following the day on which it was 
mailed. 


8. This agreement has been executed and delivered and the transaction provided for herein is to be consummated in the Province of 
Alberta and the validity and interpretation of this agreement shall be governed by and construed in accordance with the laws of that province. 


9. The Vendor and the Purchaser shall each pay their own costs and expenses which are incurred in connection with the transactions 
contemplated herein, it being expressly understood and agreed that the Purchaser shall not pay, or be responsible for the payment of, any 
of the cost or expenses incurred by the Vendor hereunder. 


10. This agreement shall enure to the benefit of and be binding upon the respective parties hereto and their respective successors and 
assigns. 


ts Time shall be of the essence of this agreement. 
IN WITNESS WHEREOF this agreement has been executed by the parties hereto as of the day and year first above written. 
WAINOCO OIL AND CHEMICALS LTD. 
JOHN B. ASHMUN 
Per WALES H. MADDEN, Jr. 


Per HENRY D. LINDSLEY, III 


PRINTED IN CANADA 


J. B. ASHMUN, INC. 
CONSOLIDATED FINANCIAL AND OPERATING SUMMARY 
JULY 31, 1968 


(unaudited, stated in Canadian funds) 


OLR Ce DIC came Mo a ccna inne cd $ 33,644 
Appraised Value of Canadian properties 0... 801,105 
Appraised, Value’ of U.S; properties (22 eee ae... 431,257 
otal Net* Assets: 2.5 150 a costes sa yas $1,266,006 
Orie e Petre DD fe ic i et ee i a IO eg tes 99,124, 
SU coe OME ECR ULI CY) 7-3 ee NS ele a Bae ccs Mewes $1,166,882 


BY-LAW NUMBER 21 


A by-law relating to the lending of money to Shareholders and Others by WAINOCO OIL AND CHEMI- 
CALS LIMITED, (hereinafter called the “Company’”). 


BE IT ENACTED AND IT IS HEREBY ENACTED as a by-law of the Company as follows: 
The Company may from time to time: 


(a) make loans to bona fide full-time employees of the Company whether or not they are shareholders or 
directors, with a view to enabling them to purchase or erect dwelling houses for their own occupation, and may 
take from such employees mortgages or other securities for the repayment of such loans; or 


(b) provide, in accordance with a scheme for the time being in force, money by way of loan for the purchase 
by trustees of fully-paid shares of the Company, to be held by or for the benefit of bona fide employees of the 
Company, whether or not they are shareholders or directors; or 


(c) make loans to bona fide employees of the Company, other than directors, whether or not they are share- 
holders, with a view to enabling them to purchase fully-paid shares of the Company to be held by them by way 
of beneficial ownership. 


ENACTED this 10th day of September, 1968. 
WITNESS the corporate seal of the company. 


“J. B. ASHMUN” “R. L. Hancock” 


President. Secretary-Treasurer. 
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WAINOCO OIL AND CHEMICALS LIMITED 


DIRECTORS 
PRINS IS PAA SE SUUN Steet SUE RUM ee. EL ME Toe oe Calgary 
RUORER Uy MICH eee i IES A eye Ae hth Nei a panes Calgary 
ESB yRICKENS,. [Rdiccc AS ceed. men pene Naletere bles Amarillo, Texas 
HENRYeDSEINDSE ELIT ete een 2 ae eee Dallas, Texas 
WHALESLELS MADDEN. SiReige Ba: bo. tae on othe Re tet EO ee ee Amarillo, Texas 
OFFICERS 
OPN Bio ASHMUN 80.8 neat adn, OOP SMES aden A oe) ected ay Bey President 
ROBERTS F 20 ee ee ee eee ee ates Vice-President 
TONAL Ds le Ce ANCOGCK 6. ccken We ee Ron eet Bee atts Secretary-Treasurer 
AUDITORS 
CLARKSON, GorDON & Co. 
BANKERS 
BANK OF MONTREAL 
COUNSEL 
Epison, AirD & BEeRLIs, ToRONTO, CANADA 
OFFICES 
Registered Oiiee <1 othe 111 Richmond Street West, Toronto 1, Canada 
General Office’:.28 50> SOG. SEN 312 Fourth Avenue S.W., Calgary 1, Canada 


REGISTRAR AND TRANSFER AGENT 


MonTREAL TrusT CoMPANY, TORONTO, CANADA 


STOCK EXCHANGES 
The company’s shares are listed on 
Toronto Stock ExcHANGE, ToRONTO, CANADA 


CANADIAN STOCK ExcHANGE, MONTREAL, CANADA 


WAINOCO OIL AND CHEMICALS LIMITED 


REPORT TO THE SHAREHOLDERS: 


Your directors are pleased to report that considerable progress was recorded in your Company’s 
growth and operations during 1968, the first full year under present management. Three significant 
acquisitions contributed to the enlargement of its potential in both petroleum and chemical fields: J. B. 
Ashmun, Inc., an independent oil and gas firm with interests in Canada and the United States; Molsberry 
Chemical Spray Company, a vegetation control firm operating from Edmonton; and the balance of the 
outstanding shares of Travchem Limited, a chemical subsidiary serving the oil and gas producing 
industry. Ownership of oil, gas and mineral properties was substantially increased and improvement was 
registered in the annual statement of sales and profits. 


FINANCIAL 


Gross profit and other income in 1968 was $583,493, greater by 26% than that of the previous 
year. Net income for 1968 increased to $176,218, and sales for the period reached. $3,245,709 including 
four months’ results of the Molsberry Chemical Spray Company acquired in September 1968. 


A change in accounting practice was instituted in January 1968. If this practice had been in effect 
during 1967, net income for that year would have been $146,879 instead of $106,233 as reported. On 
this basis, net income in 1968 increased by $29,339, or 20% over that of 1967. Earnings per share for 
1968 amount to 10.4¢ compared with 8.9¢ per share for the 1967 year. The earnings per share 
calculations have been determined on the basis that the 410,000 shares issued in connection with the 
acquisition of J. B. Ashmun, Inc. during 1968, were outstanding during the whole of the two years because 
that transaction was accounted for as a pooling of interests. 


On December 16, 1968, your directors approved a plan for the private placement of 450,000 
treasury shares for a gross consideration to the Company of $1,080,000. Shareholders will be asked for 
their approval of this plan at the Annual Meeting on March 31, 1969. If approval is granted, the funds 
received will be applied toward the reduction of bank indebtedness and the enlargement of the Company’s 
oil, gas and mineral operations. 


EXPLORATION AND DEVELOPMENT 
OL AND GAS 


Following the acquisition of J. B. Ashmun, Inc., which was effective August 1, 1968, the Com- 
pany drilled four wells on properties of this subsidiary. Three of these resulted in dry holes and the fourth 
was completed as an oil producer offsetting a J. B. Ashmun, Inc. 1968 discovery in the Moberly area 
of northeastern British Columbia. An additional development well is currently being drilled on this property 
operated by the Company. Two more wells in which the Company has an interest are presently underway 
in British Columbia. Drilling activity is expected to increase considerably in 1969 in all areas of the 
Company’s operations. 


A total of 1,658,736 net acres of oil and gas leases, permits and reservations is now owned by the 
Company. Of these holdings, 1,512,087 acres are represented by offshore Federal permits in the areas of 
the Beaufort Sea, Hudson Bay and East Coast, while the balance is located in British Columbia, Alberta, 
Northwest Territories and Saskatchewan. Continued acquisition of properties is planned through drilling 
activity and cash purchases. 


MINING 


Mineral exploration work conducted under a joint program in the Yukon Territory during the 
summer provided encouragement for the continuance of the Company’s participation in this program 
during 1969. A study of samples taken from the Company’s sulphur permit in northern Alberta revealed 
non-commercial traces of this mineral and the permit has been released. 


The Company has acquired a 192,000 acre mining exploration permit in the Wollaston Lake area 
of northern Saskatchewan, and applications have been filed for Federal mining permits in the Northwest 
Territories. Exploration will be undertaken on these properties during the summer of 1969. 


CHEMICALS 


The chemical division expanded through purchase of Molsberry Chemical Spray Company and 
the minority shares of Travchem Limited. Consideration for Molsberry was $250,000 and 25,000 of the 
Company’s treasury shares. This acquisition greatly augmented the position established by the Company 
three years ago in the vegetation control business. Molsberry is a major factor in this specialty chemical 
sales and service business in western Canada and its contribution to earnings will make it an important 
part of the chemical division. 


Travchem Services, formerly Travchem Limited, now conducts its business as a division, operating 
a fully equipped chemical laboratory in Calgary, as well as blending and selling emulsion breakers, cor- 
rosion inhibitors and water treating chemicals to the petroleum industry. 


Your directors feel that the accomplishments of 1968 have provided a sound base for the Company’s 
future growth. The establishment of a well-trained mineral exploration staff and the expansion of its 
chemical division along with an improved financial structure justify this outlook. 


Submitted on behalf of the Board. 


Joun B. ASHMUN 


President 


March 3, 1969 


WAINOCO OIL AI 
AND 
CONSOLIDAT 


DECEMBE 


ASSETS 


CURRENT: 


Inventory of chemicals at the lower of cost or net realizable value .... 


Prepaid ‘expenses and deposits’ =o) i= 22 )e eee ee 


Totalcurrent¥assets....222 ee ee ee ee 


INVESTMENTS: 
Marketable securities — at cost which approximates market .............. 


Limited: partnerships — at) cost *2. 225. ee ee 


FIXED — AT COST: 


Building, equipment “and; fixtures 245-2 


Well equipments 326-2 err reas ek eee Oe 


Less “accumulated. depreciations= =< 0-0 cr ere ee ee 


OIL: AND: GAS “PROPERTIES 2 2 ee ee eee 


EXPLORATORY, GENERAL AND ADMINISTRATIVE EXPENSES 
DOTS ioc oe eee 


OTHER: 
SOO wall at COST ae ee eg eee a ate ee 


Deferred note’ receivable, ete...) ee ee 


1968 1967 
$ 40,390 $ 157 
733,024 668,368 
261,324 244,774 
9,443 20,276 
1,045,086 933,575 
73,823 
30,033 
103,856 
16,561 5,000 
394,338 291,463 
100,555 
511,454 296,463 
160,940 94,441 
350,514 202,022 
588,732 11,247 
189,686 
239,350 
31,248 
270,598 
$2,548,472 $1,146,844 


HEMICALS LIMITED 
SIDIARY 


LANCE SHEET 


988 AND 1967 


LIABILITIES 


CURRENT: 


Prank, madeptedneéss. (secured ) ><... 560. p ecco coe ocveteres en eens 
US OSLETLES. (CEB VES) 5 eis a ee Ay ce Pa ee See ae ee 
APO MUNE RECOLOR S pire encase nc Ss Co Bel es ena es 
come and other taxes: payable. 2.8.) 2s o-ccescccccscbes-panceccbescce nyse sctezens ise 


Current instalments of long term debt ..................-.------.-.--------+--see0e0-0-0 


sotalieclinten tills alli ties eee acne ee eee en 


LONG TERM DEBT: 
414% chattel mortgage due in monthly instalments of $2,020 


including’ interest'to February 1971 <....2..-.<tecccceec-< este IR 


6% agreement payable in two annual instalments to February 


LEST ag Siegen a By CE A ya nh ete 


Less instalments due within one year included in current 


ial ili ties eps en rr 2s tat ae | ne ee a ye 


SHAREHOLDERS’ EQUITY: 
Share capital (Note 4) — 
Authorized: 
3,000,000 common shares of $.25 par value 


Issued or to be issued: 


1,699,435 common shares (1967 — 1,249,435 shares) ...............- 
MROTETTD CEL SURTONSMoncacck oes Hele ae we een cee 


EAI TOPS ag een on RU ROO 7 eSeP BO = 


On behalf of the Board: 
Joun B. Asumun, Director. 


Rosert F. Smitu, Director. 


fing notes) 


1968 


$ 534,387 
669,282 
28,944, 


96,734 


1,289,347 


51,744 


66,000 


117,744 


56,734 


61,010 


424,859 
597,038 
176,218 


1,198,115 


$2,548,472 


1967 


$ 27,748 
502,757 
3,257 
11,031 
54,931 


599,724 


72,675 


100,000 
172,675 


54,931 
117,744 


1,249,435 
1,723,060 
(2,543,119) 

429,376 


$1,146,844 


WAINOCO OIL AND CHEMICALS LIMITED 
AND ITS SUBSIDIARY 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS (DEFICIT) 
YEARS ENDED DECEMBER 31, 1968 AND 1967 


1968 1967 
Balance of retained earnings (deficit) at beginning of year ............... $ (2,543,119) $ (2,113,986) 
Add transfer from contributed surplus (Note 5) 0.0.0 2,543,119 
(2,113,986) 
Deduct: 
Net cost of shares of subsidiary repurchased from employee ............ ~ 100,000 
Excess of cost of shares of subsidiary over book value 
ab acquisition, fs ce ee ae ere ieee er ee ee 435,366 
(2,649,352) 
Addmet'income torithe year 3 14 ee 176,218 106,233 
Balance of retained earnings (deficit) at end of year —...................... $ 176,218 $ (2,543,119) 


CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 
YEARS ENDED DECEMBER 31, 1968 AND 1967 


Balance of contributed surplus at beginning of year —..........-..-.- $ 1,723,060 $ 1,723,060 
Add transfer from share capital (Note 4) .0/.22...2.2 937,075 
2,660,135 
Less transfer to retained earnings (Note 5) _......0..0....2....c.ccscccsceeeeceeeeeees 2,943,119 
117,016 
Add premium on shares issued during the year (Note 4)... 430,022 
Balance of contributed surplus at end of year _..........0--- $ 597,038 $ 1,723,060 


CONSOLIDATED STATEMENT OF INCOME 
YEARS ENDED DECEMBER 31, 1968 AND 1967 


1968 1967 
Salbeg po... sires ssescuasesie ese ee b Waite via eee $3,245,709 $2,971,878 
Cost ‘of goods \.sokd 2) eih eho aS Se ee ee ete 2,707,362 2,544,727 
Grose! probit 6. SER Slee Le ee oa Ne ae any eet 538,347 427,151 
Other inéome ‘5-25 ee a eee ee EE 45,146 36,985 
| 583,493 464,136 

Expenses: 

eat oie. cn GSTs Ga he 6 Oe eer ee ate ee ee ee Re 209,665 197,443 
General. and -administrative — 2.54... ee ee 195,686 134,831 
405,351 332,274 
Operating income before undernoted items ~................22...--0--00-e 178,142 131,862 
Loss on sale of petroleum properties and equipment ~......................-..... 1,924 19,682 
Dry: holescosts:.3..52. eerste ce eee sie ee Ges ee 3,935 
Minority interest in net income of subsidiary -....... 0-000. 314 
1,924 23,931 
Inéome. before: income:takes inca o enc ee 176,218 107,931 
Jneomé-taxes (Note 3) 2...) ee ily ee eee 1,698 
Net income for the year (Note 2) <.:27..... eee $ 176,218 $ 106,233 


* (See accompanying notes) 
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WAINOCO OIL AND CHEMICALS LIMITED 


AND ITS SUBSIDIARY 


CONSOLIDATED STATEMENT OF EXPLORATORY, 


GENERAL AND ADMINISTRATIVE EXPENSES DEFERRED 


YEAR ENDED DECEMBER 31, 1968 


Acquired from 
J. B. Ashmun, Inc. 
January 1, 1968 


(Note D 
Expenses: 
Automobile se eis cee cen as thee ene eee eee ee $ 1,229 
Rieritalstve er ob ns v2 A A Ae ear Cen eee 4,046 
Interest and exchange eT aah MAS ROS NN PLL ee ee 5,981 
Miscellaneous eee eee AOD eee pea B Ns cok Ye 1,001 
Proféssional fees: 25 ee eee eae 2,028 
Salaries:#4.: No) pee ee ee ee ee 4,560 
Lease operating’ costs a1... ce es ee ee eee ee 33,993 
Depreciatsort 22 fee hee) ce ete ere i ee 16,991 
Depletion salads. 2cte cles week erases ee See oe eet eer 17,159 
Instivainee: 0/8... ote ete: bo oe 991 
Entertamments. ote ee ee eee eee 1,158 
Diy? holercosts!. e200 eer. eee eee 122,301 
Moving foe tat eae ae eee 1,274 
1 bh: '7—) Eee rn PRC EEENOR S Rr  n 3,951 
LAKES 5 xin ho eet ig cok ek ka nn ee OO 440 
Otftce GS Ao a ee 1,205 
Velephone eis. .s¢e5.cs-d nee eee ae ac ee ee ee 1,494 
220,302 
Less income received: 

Oil and gas ‘sales: "322 fe eee eee ee ne 105,114 
Net income from turnkey contracts ............-....-..----.---- 24,049 
Net gain (loss) on sale of property .............-...-.--.---. 11,818 
Income from limited partnerships -............-.....-...-------- O19 
Other-c3. ett) fe ee 2 a 2 Ree 10,742 
161,502 

$ 58,800 


(See accompanying notes) 


“gusen 
$ 3,824 
7,436 
8,676 
3,254 
23,085 
11,569 
39,568 
12,283 
9,640 
3,021 
1,800 
108,048 


5,594 
1,230 
3,621 


2,665 


245,314 


59,907 
11,641 
(9,628) 
36,312 


16,196 
114,428 


$130,886 


Balance 
December 31, 
: 1968 


$ 5,053 
11,482 
14,657 

4,255 
25,613 
16,129 
73,561 
29,274 
26,799 

4,012 

2,958 

230,349 

1,274 

9,545 

1,670 

4,826 

4,159 


465,616 


165,021 
35,690 
2,190 
46,091 


26,938 
275,930 


$189,686 


WAINOCO OIL AND CHEMICALS LIMITED 
AND ITS SUBSIDIARY 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


YEARS ENDED DECEMBER 31, 1968 AND 1967 


1968 1967 
Source of funds: 
Operations — 
iNet emcomestorstne years. a ee $ 176,218 $106,233 
Add depreciation which did not involve an outlay of funds ............ 42,083 36,729 
218,301 142,962 
Disposal of fixed assets and oil and gas properties .................-.-.------- 14,811 307,490 
DeAtrOESGIGEC COD IAL faces ae Ieee cree ore Pe cha eSaece eat 592,522 
Reauction: oLnote receivables. -e fea  e e e ae 43,732 
825,634 494,184 
Application of funds: 
Additions ‘to ‘oil ‘and gas ‘properties Wi. teehee. 998,372 
PNGCITIORB EOL OLN ST aassets (0 yea ee ane ene Bi ete ee 270,598 
PPUTCNASO OL TUCO VAGSCLS acces tee cre eg ae eet cee ancl 216,051 61,640 
Exploratory, general and administrative expenses less 
items not requiring an outlay of funds ..................-.----------000----000---- 158,135 
PULCHASE. OF AN VESEIIET ES gel 8 ta oe ae, ml De, ee 103,856 
eunCHonT ol lONO tern UCUEs cea ee eae ee 96,734 54,931 
1,403,746 116,571 
Increase (decrease) in working capital -........220.222220.2.2020222202-200-20-0e eee (578,112) 377,613 
Working capital (deficiency) at beginning of year .....................---------- 333,851 (43,762) 
Working capital (deficiency) at end of year .............-.-.-..-----------2---------—-- $ (244,261) $333,851 


(See accompanying notes) 


WAINOCO OIL AND CHEMICALS LIMITED 
AND ITS SUBSIDIARY 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1968 


BASIS OF CONSOLIDATION AND DETAILS OF ACQUISITIONS 


The consolidated financial statements include the accounts of the company and its wholly-owned 
subsidiary, J. B. Ashmun, Inc., a United States company with petroleum and natural gas interests in 
both Canada and the United States. ‘ 


The shares of J. B. Ashmun, Inc. were acquired effective August 1, 1968 in exchange for 410,000 
shares of the Company’s capital stock to be issued to J. B. Ashmun, President of Wainoco, on receipt 
of a ruling from the Internal Revenue Service that the sale of the shares would be considered a tax- 
free exchange in the United States. A favourable ruling was received in February, 1969 and the shares 
subsequently issued: For accounting purposes the transaction has been treated as a pooling of 
interests and accordingly the consideration for the shares issued is represented by the book value of 
the net assets acquired, $506,022. See Note 2 for reference to the accounting policies followed by the 
Company and J. B. Ashmun, Inc. 


During 1968 the Company purchased the remaining 40% of the shares of Travchem Limited, pre- 
viously a 60%-owned subsidiary, for $2,500 cash. Effective October 1, 1968 the Company acquired 
all of the assets and assumed the liabilities and undertakings of Travchem. 


On September 1, 1968 the Company acquired substantally all of the assets and assumed the liabilities 
and undertakings of Molsberry Chemical Spray Co. Ltd. for a consideration of $316,250 represented 
by the payment of $250,000 cash and 25,000 shares of the Company’s capital stock. 


CHANGE IN ACCOUNTING PRACTICE 


The Company’s management and control changed in January, 1968 at which time its petroleum and 
natural gas holdings were nominal. In conjunction with a more vigorous exploration and develop- 
ment policy, the Company decided, effective January 1, 1968, to follow a policy of capitalizing all 
its expenses in connection with its oil and gas operations net of any income received, pending more 
substantial development of its properties. A similar policy was followed by J. B. Ashmun, Inc. from 
its inception on May 23, 1966. Details of producing and non-producing oil and gas properties and 
consolidated exploratory, general and administrative expenses deferred are reflected in the accompany- 
ing statements. If the Company had followed its present policy during 1967 net income for that year 
would have been increased by approximately $40,600. 


INCOME TAXES 


For Canadian income tax purposes the companies are entitled to claim drilling, exploration and 
lease acquisition costs and capital cost allowances (depreciation) in amounts which may exceed the 
related depletion and depreciation provisions reflected in their accounts. For 1968 the companies 
do not intend to claim capital cost allowances in excess of recorded depreciation, but will claim 
other deductions in an amount sufficient to eliminate taxable income. After such claims expenditures 
remain to be carried forward and applied against future taxable income as follows: 


Drilling, exploration and lease acquisition costs $588,000 
Undepreciated capital cost $854,000 


Management does not believe that it is appropriate to provide for income taxes deferred as a result 
of claims for drilling, exploration and lease acquisition costs. While the view of management con- 
forms with general practice in the oil and gas industry and is accepted by accounting authorities 
outside Canada, it differs from the tax allocation basis of accounting recommended by the Accounting 
and Auditing Research Committee of The Canadian Institute of Chartered Accountants, effective for 
fiscal years commencing on or after January 1, 1963 under which the income tax provision is based 
on the income reported in the accounts. 


If the tax allocation basis had been followed for all timing differences between taxable income and 
reported income, deferred income taxes of $78,000 ($40,000 in 1967) would have been provided 
and net income for the year reduced accordingly. However, on a cumulative basis to December 31, 
1968, the amounts charged in the accounts have exceeded the related claims for income tax purposes 


by $330,000. 


CAPITAL 


The Company’s authorized share capital was reduced from $3,000,000 to $750,000 by Supplementary 
Letters Patent dated October 11, 1968 reducing the par value of the issued and unissued shares from 
$1 to $.25 per share. The reduction in par value of the then issued 1,249,435 shares resulted in a 
transfer from share capital account to contributed surplus of $937,075. 


The following shares were issued during the year or are to be issued for consideration received 
during the year: 


Number of 
shares Consideration 
In acquisition of assets and liabilities of 
Molsberry Chemical Spray Co. Ltd. 
KNeexsINOteaE rea ane tt ae eee ee ae oe eee teak 25,000 $ 66,250 
Issued to an officer in consideration 
for a non-interest bearing promissory note .................... 15,000 20,250 
Issued in February, 1969 in acquisition 
of shares of J. B. Ashmun, Inc. 
CSCO OVO RL ee weet etre ec eee eee eer nee eee, 410,000 506,022 
450,000 $592,522 


Of the total consideration $112,500 was credited to share capital account and the balance to contributed 
surplus. 


At December 31, 1968 options were outstanding to officers to purchase 20,000 shares and to employees 
to purchase 10,000 shares at prices ranging from $1.25 to $3.06 per share, exercisable on various 
dates to January 2, 1974. In addition, 32,000 shares were reserved for the granting of future options 
to officers and employees. 


Prior to December 31, 1968 the directors of the Company approved a plan for private placement of 
450,000 treasury shares at $2.40 per share. The plan is subject to approval by the shareholders at the 
meeting of March 31, 1969. 


RETAINED EARNINGS AND CONTRIBUTED SURPLUS 


During the year the shareholders of the Company approved the appropriation of $2,543,119 from 
contributed surplus to retained earnings, which amount eliminated the accumulated deficit to 
December 31, 1967. 


STATUTORY INFORMATION 


The total remuneration paid to the directors and senior officers of the Company during 1968 amounted 
to $94,470. 


AUDITORS’ REPORT 


To the Shareholders of 
Wainoco Oil and Chemicals Limited 


We have examined the consolidated balance sheet of Wainoco Oil and Chemicals Limited as at 
Deremier 31, 1968 and the consolidated statements of income, retained earnings, contributed surplus, 
oil and gas properties, exploratory, general and administrative expenses deferred and source and applica- 
tion of funds for the year then ended. Our examination of Wainoco Oil and Chemcials Limited included 
a general review of the accounting procedures and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances, except that, since this was our initial 
examination, we were unable to satisfy ourselves as to the opening inventory of $244,774. We have relied 


on the report of the auditors who have examined the financial statements of the subsidiary. 


In our opinion, except for such adjustment to net income, if any, as might have resulted without 
the limitation of our examination with respect to the opening inventory as explained in the preceding 
paragraph, these financial staements present fairly the financial position of the Company and its sub- 
sidiary as at December 31, 1968 and the results of their operations and the source and application of 
their funds for the year then ended, in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year, except for the change in accounting practice 


explained in Note 2, which change we approve. 


CLARKSON, GORDON & CO. 
Chartered Accountants 


Calgary, Alberta 
February 24, 1969 


te 


ve 


The Globe & Mail 
F.P. Publications 
King & York Street 
Toronto, Ontario 


312 - Ath AVENUE S.W., CALGARY |, ALBERTA 


PRINTED IN CANADA 
MILLER PRINTING LIMITED 


